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SUBJECT: ALASKA HIGHWAY GAS PIPELINE: FOOTHILLS MAY 
NEGOTIATE PIPE CONTRACTS WITH CANADIAN STEEL COMPANIES 

REF: OTTAWA 857 

1 . FOOTHILLS PIPE LINES (YUKON) LTD. CHIEF EXECUTIVE 
OFFICER ROBERT BLAIR REPORTEDLY IS CONSIDERING NEGOTIATION 
OF SUPPLY CONTRACTS WITH CANADIAN STEEL FIRMS FOR CANADIAN 
SEGMENTS OF ALASKA HIGHWAY GAS PIPELINE INSTEAD OF CALLING 
FOR INTERNATIONAL BIDS. ACCORDING TO PRESS REPORTS, 

FOOTHILLS WOULD NEGOTIATE SHARING OF PIPE ORDER BETWEEN 
DOMESTIC SUPPLIERS, CHIEFLY STEEL CO. OF CANADA LTD. 

(STELCO), TORONTO. AND INTERPROVINCIAL STEEL AND PIPE 

CORP. LTD. (IPSCO). REGINA. DECISION WHETHER TO 

NEGOTIATE CONTRACTS OR OPEN COMPETITIVE BIDDING WOULD BE 

MADE SOON. POSSIBLY WITHIN WEEKS. 

2. NEGOTIATIONS COULD START LATER THIS YEAR, WITH STELCO 
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CONFIDENTIAL 

PAGE 02 OTTAWA 02084 211958Z 

AND IPSCO SUPPLYING TEST RUNS FOR BURST TESTING AND FROST 
HEAVE PREVENTION EXPERIMENTS NEXT YEAR. FOOTHILLS IS 
PROCEEDING WITH PLANS TO BURST TEST SOON, ASSUMING 
AGREEMENT REACHED BETWEEN U.S. AND CANADA ON AMENDMENT OF 
FILED CAPITAL COST TO INCLUDE 56-INCH PIPE. ONLY 56-INCH 
PIPE WOULD BE TESTED. FROST HEAVE TESTS WILL BE CONDUCTED 
JOINTLY WITH NORTHWEST PIPELINES IN ALASKA BECAUSE THERE 
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ARE NO SUITABLE DISCONTINUOUS PERMAFROST SITES IN YUKON 
TERRITORY. 

3. COMMENT: IF FOOTHILLS DECIDES IN FAVOR OF NEGOTIATING 
CONTRACTS WITH DOMESTIC FIRMS, MOVE WILL PARALLEL GOC 
EFFORTS TO ASSURE THAT JAPANESE, GERMAN AND ITALIAN FIRMS 
WILL NOT DUMP STEEL IN CANADA FOR ALASKAN GAS PIPELINE OR 
OTHER LARGE-SCALE PROJECTS (SEE REFTEL). BLAIR MAY BE 
INDULGING IN POLITICALLY-MOTIVATED OVERKILL THOUGH. RECENT 
SUBSTANTIAL DECLINE OF CANADIAN DOLLAR RELATIVE TO 
JAPANESE OR EUROPEAN CURRENCIES - DEVALUATION TWICE THAT 
OF U.S. DOLLAR IN RELATION TO THESE CURRENCIES - AND 
HIGHER COST OF TRANSPORTING FOREIGN PIPE VIRTUALLY 
ELIMINATES COMPETITION FROM POTENTIAL OFFSHORE SUPPLIERS. 

IT IS AN ELECTION YEAR, HOWEVER, AND BLAIR MAY HAVE BEEN 
PERSUADED BY LIBERAL CABINET TO TAKE THIS ADDED PRECAUTION 
TO COUNTER CONTINUING NEW DEMOCRATIC PARTY (NDP) CHARGES 
THAT PIPELINE LEGISLATION DOES NOT PROTECT CANADIAN STEEL 
PRODUCERS FROM UNFAIR EUROPEAN AND JAPANESE COMPETITION. 
NDP HAS BEEN CAMPAIGNING ON THIS LINE IN SOUTHERN ONTARIO 
STEEL-MAKING TOWNS, AND VOTING IN TORONTO AND SOUTHERN 
ONTARIO WILL BE CRITICAL TO OUTCOME OF ANTICIPATED 
ELECTION. ENDERS 
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